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mileage represented by operation over the
duty cycle. Note that this calculation re-
quires you to use the transient cycle conver-
sion factor even for engines certified to SET-
based standards. Volume = the number of
tractor engines eligible to participate in the
averaging, banking, and trading program
within the given engine family during the
model year, as described in paragraph (c) of
this section.

UL = the useful life for the given engine
family, in miles.

(3) For engine families certified to
both the vocational and tractor engine
standards, we may allow you to use
statistical methods to estimate the
total production volumes where a
small fraction of the engines cannot be
tracked precisely.

(4) You may not generate emission
credits for tractor engines (i.e., engines
not certified to the transient cycle for
CO,) installed in vocational vehicles
(including vocational tractors certified
pursuant to 40 CFR 1037.630 or exempt-
ed pursuant to 40 CFR 1037.631). We will
waive this requirement where you dem-
onstrate that less than five percent of
the engines in your tractor family were
installed in vocational vehicles. For
example, if you know that 96 percent of
your tractor engines were installed in
non-vocational tractors, but cannot de-
termine the vehicle type for the re-
maining four percent, you may gen-
erate credits for all the engines in the
family.

(c) As described in §1036.730, compli-
ance with the requirements of this sub-
part is determined at the end of the
model year based on actual U.S.-di-
rected production volumes. Keep appro-
priate records to document these pro-
duction volumes. Do not include any of
the following engines to calculate
emission credits:

(1) Engines that you do not certify to
the CO, standards of this part because
they are permanently exempted under
subpart G of this part or under 40 CFR
part 1068.

(2) Exported engines.

(3) Engines not subject to the re-
quirements of this part, such as those
excluded under §1036.5. For example, do
not include engines used in vehicles
certified to the greenhouse gas stand-
ards of 40 CFR 1037.104.

(4) [Reserved]

§1036.715

(5) Any other engines if we indicate
elsewhere in this part 1036 that they
are not to be included in the calcula-
tions of this subpart.

(d) You may use CO, emission credits
to show compliance with CH, and/or
N,O FELs instead of the otherwise ap-
plicable emission standards. To do this,
calculate the CH4 and/or N,O emission
credits needed (negative credits) using
the equation in paragraph (b) of this
section, using the FEL(s) you specify
for your engines during certification
instead of the FCL. You must use 25
Mg of positive CO, credits to offset 1
Mg of negative CH4 credits. You must
use 298 Mg of positive CO, credits to
offset 1 Mg of negative N>O credits.

§1036.710 Averaging.

(a) Averaging is the exchange of
emission credits among your engine
families. You may average emission
credits only within the same averaging
set.

(b) You may certify one or more en-
gine families to an FCL above the ap-
plicable standard, subject to any appli-
cable FEL caps and other the provi-
sions in subpart B of this part, if you
show in your application for certifi-
cation that your projected balance of
all emission-credit transactions in that
model year is greater than or equal to
zero, or that a negative balance is al-
lowed under §1036.745.

(c) If you certify an engine family to
an FCL that exceeds the otherwise ap-
plicable standard, you must obtain
enough emission credits to offset the
engine family’s deficit by the due date
for the final report required in
§1036.730. The emission credits used to
address the deficit may come from
your other engine families that gen-
erate emission credits in the same
model year (or from later model years
as specified in §1036.745), from emission
credits you have banked, or from emis-
sion credits you obtain through trad-
ing.

§1036.715 Banking.

(a) Banking is the retention of sur-
plus emission credits by the manufac-
turer generating the emission credits
for use in future model years for aver-
aging or trading.
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§1036.720

(b) You may designate any emission
credits you plan to bank in the reports
you submit under §1036.730 as reserved
credits. During the model year and be-
fore the due date for the final report,
you may designate your reserved emis-
sion credits for averaging or trading.

(c) Reserved credits become actual
emission credits when you submit your
final report. However, we may revoke
these emission credits if we are unable
to verify them after reviewing your re-
ports or auditing your records.

(d) Banked credits retain the designa-
tion of the averaging set in which they
were generated.

§1036.720 Trading.

(a) Trading is the exchange of emis-
sion credits between manufacturers, or
the transfer of credits to another party
to retire them. You may use traded
emission credits for averaging, bank-
ing, or further trading transactions.
Traded emission credits remain subject
to the averaging-set restrictions based
on the averaging set in which they
were generated.

(b) You may trade actual emission
credits as described in this subpart.
You may also trade reserved emission
credits, but we may revoke these emis-
sion credits based on our review of
your records or reports or those of the
company with which you traded emis-
sion credits. You may trade banked
credits within an averaging set to any
certifying manufacturer.

(c) If a negative emission credit bal-
ance results from a transaction, both
the buyer and seller are liable, except
in cases we deem to involve fraud. See
§1036.255(e) for cases involving fraud.
We may void the certificates of all en-
gine families participating in a trade
that results in a manufacturer having
a negative balance of emission credits.
See §1036.745.

§1036.725 What must I include in my
application for certification?

(a) You must declare in your applica-
tion for certification your intent to use
the provisions of this subpart for each
engine family that will be certified
using the ABT program. You must also
declare the FELs/FCL you select for
the engine family for each pollutant
for which you are using the ABT pro-
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gram. Your FELs must comply with
the specifications of subpart B of this
part, including the FEL caps. FELs/
FCL must be expressed to the same
number of decimal places as the appli-
cable standards.

(b) Include the following in your ap-
plication for certification:

(1) A statement that, to the best of
your belief, you will not have a nega-
tive balance of emission credits for any
averaging set when all emission credits
are calculated at the end of the year;
or a statement that you will have a
negative balance of emission credits
for one or more averaging sets, but
that it is allowed under §1036.745.

(2) Detailed calculations of projected
emission credits (positive or negative)
based on projected U.S.-directed pro-
duction volumes. We may require you
to include similar calculations from
your other engine families to project
your net credit balances for the model
year. If you project negative emission
credits for a family, state the source of
positive emission credits you expect to
use to offset the negative emission
credits.

§1036.730 ABT reports.

(a) If any of your engine families are
certified using the ABT provisions of
this subpart, you must send an end-of-
year report within 90 days after the end
of the model year and a final report
within 270 days after the end of the
model year.

(b) Your end-of-year and final reports
must include the following information
for each engine family participating in
the ABT program:

(1) Engine-family designation and
averaging set.

(2) The emission standards that
would otherwise apply to the engine
family.

(3) The FCL for each pollutant. If you
change the FCL after the start of pro-
duction, identify the date that you
started using the new FCL and/or give
the engine identification number for
the first engine covered by the new
FCL. In this case, identify each appli-
cable FCL and calculate the positive or
negative emission credits as specified
in §1036.225.

(4) The projected and actual U.S.-di-
rected production volumes for the
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